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MAURITANIA KEY ECONOMIC INDICATORS 
(in millions of U.S dollars unless otherwise noted) 


Domestic Economy 
Population (millions) 


Population growth (percent est.) 

GNP 

GNP per capita (current dollars) 

Annual real growth rate (percent) 

Consumer price index (percent 
change, lower income group) 


Production and Employment 
Labor Force (thousands) 


Unemployment (thousands) 

Industrial production (percent of GNP) 
Mining (percent of GNP) 

Commercial fishing (percent of GNP) 


Balance of payments 
Exports (FOB, incl. non-factor 414 396 424 


services) 
Imports (CIF, incl. non-factor 397 353 365 
services 
Trade balance 17 43 59 
Current account deficit (percent of GNP) (216) (150) (155) 
External public debt 1,764 1,800 1,900 
Total debt services (percent of exports) a3 20 22 
Foreign exchange reserves 78 101 103 
(current dollars) 
Average exchange rate UM/dollar 74 75 


U.S.-Mauritania Trade 

U.S. exports to Mauritania 

U.S. imports from Mauritania 
Trade balance 

U.S. share of exports (percent) 
U.S. share of imports (percent) 


United States Bilateral Aid 
Economic 6:65 6.3 
Military N/A N/A 


* 1988 Census estimated population figures; Labor figures 
extrapolated from 1977 census (Source: Department of National 
Bureau for Census) 

** All figures are estimated 

N/A - Not available 

Exchange rate used for these figures ($1.00=75 Ouguiyas). 

Sources: Mauritanian Central Bank (BCM), Mauritanian Government and 
World Bank 





SUMMARY 


Mauritania is located on the northwest coast of Africa and is 
bordered on the north by Algeria and the Western Sahara, on the 
east by Mali, and on the south by Senegal. Mauritania’s 
Atlantic coastline is adjacent to some of the richest fishing 
grounds in the world. With an area of 398,000 square miles, 
Mauritania is as large as Texas and California combined but has 
a population of only 1,900,000. An estimated 75 percent of the 
territory is covered by the Sahara Desert, which is advancing 
rapidly towards the agricultural areas in the south. 


Formerly part of French West Africa, Mauritania gained 
independence in 1960. Between 1960 and 1978, a civilian 
one-party government ruled. In 1978, the military forces 
seized power and arranged to withdraw from further 
participation in the Western Sahara War (1975-1978). The 
present military government came to power in the wake of a 
bloodless coup d’etat in December 1984. With the support of 
the IBRD and IMF, the government launched an ambitious economic 
recovery program designed to reestablish its credibility with 
foreign donors and attract foreign investment. Although that 
program (1985-1988) met with limited success, the IBRD and 
other donors have been encouraged sufficiently to assist 
Mauritania in designing its new economic reform program for the 
years 1989-1991. 


The 1988 national census estimated that 21 percent of the 
population lives in and around the capital of Nouakchott. 
However, since independence, Mauritania’s modern economic 
activity has been developed in the more northern cities of 
Nouadhibou and Zouerate. With a total population of 90,000, 
these two enclaves are centers for the principal exports, fish 
and iron ore. Virtually all of the country’s cropping activity 
is found along the Senegal River Valley, which contains about 
300,000 people. The rest of the population is mostly nomadic, 
subsisting from rangeland animal husbandry and oasis farming. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Overview: Along with other Sahelian nations, Mauritania has 
suffered from frequent, severe droughts since the early 1970s, 
which have devastated the agriculture and livestock sectors and 
caused a massive exodus to the cities. (About half the 
population now lives in towns and urban areas.) Other factors 
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which adversely affected the economy were the Western Sahara 
War, the collapse of iron ore and copper prices, and rising 
energy costs. Economic mismanagement also played a role as 
large industrial projects begun in the 1970s and early 1980s 
proved to be poorly designed or uneconomic. As a result of 
these factors, in combination with some inappropriate 
macro-economic and sectoral policies, Mauritania has developed 
a heavy burden of external debt and significant fiscal and 
balance-of-payments deficits. External financial support plays 
a major role in the meeting of government obligations. 


In its first year in office, the current government 
concentrated on economic reform. The government requested and 
obtained a Paris Club rescheduling of Mauritania’s official 
debt. A year after the coup, Mauritania presented a three-year 
economic recovery plan to a donors’ meeting in Paris. Based on 
reforms already enacted and positive assessments from the IBRD 
and IMF, the donors endorsed Mauritania’s Economic and 
Financial Reform Program (PREF) and promised to support it. 


The PREF called for sweeping reforms in the fishing, banking, 
energy, and public enterprise sectors. The government 
formulated a new fisheries policy aimed toward better 
conservation of this threatened resource through improved 
monitoring and limitations on the size of catches. The banking 


sector, long plagued by poor liquidity as a result of poor 
management, bad loan portfolios, and government interference, 
was scheduled to be overhauled and restructured. The PREF also 
called for liberalizing the energy sector by eliminating the 
government monopoly on the importation of petroleum products. 
Plans to restructure several bureaus and ministries to provide 
more efficient development management were also launched. 


A USAID study of Mauritania’s progress under the PREF found its 
overall results were good but uneven. The study urged more 
progress on certain essential sectoral and institutional 
reforms. While policy adjustments contributed to a partial 
correction of macro-economic disequilibria and somewhat faster 
aggregate growth, some sectoral objectives were not fully 
realized. The comprehensive objectives of the PREF and 
relative absence of a clear hierarchy among its goals made it 
difficult to measure progress or adherence to World Bank and 
IMF conditionalities. It is anticipated that adjustment 
facilities accorded in the future by the World Bank and other 
donors will be more focused on sectoral reform and project 


development, in order to increase the measurable effectiveness 
of financial support. 
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The government has now developed a second-stage economic reform 
program, the Program for Consolidation and Growth (PCR), which 
is to cover the years 1989-1991. This plan will be negotiated 
in its final form with major donors, the World Bank and the IMF 
during the Consultative Group meeting scheduled for mid-1989. 
The World Bank and IMF are convinced that the essential 
elements of the adjustment program, while difficult for the 
government to implement, are sound. They anticipate that the 
PCR will fine-tune the performance benchmarks, make adjustments 
for the duration of the PREF years, and help move Mauritania 
toward a stronger, healthier economy in the long run. 


Fisheries: Some of the richest fishing grounds in the world 
are found within Mauritania’s exclusive economic zone (EEZ). 
The government views fisheries as a major hope for generating 
employment, foreign currency earnings, and providing a 
nutritional supplement. In fact, fisheries production replaced 
iron ore as the greatest contributor to foreign exchange 
earnings in 1983, and continues to be despite recent 
indications that volumes of catches may be declining due to 
poor resource management. (Exports 1986: $272.3 million; 1987: 
$265.5 million; 1988: $272 million.) 


In 1979, the Mauritanian Government developed a new fisheries 
policy aimed at encouraging joint-venture companies as opposed 


to leasing and licensing arrangements. This policy led to more 
Mauritanian participation and increased revenues but did little 
to discourage or prevent over-fishing in Mauritanian waters. 
During the PREF, a variety of efforts were begun with the 
assistance of donors to reinforce the government’s capacity to 
design and implement sound policies to accomplish the goals 

of: increased national control over the rate of fisheries 
exploitation, the return of an increased proportion of 
fisheries revenue to factors of production within Mauritania, 
and an increase in the amount of value-added to be added 
locally. 


A long-term strategy for the fisheries sector was adopted by 
the government in April 1987, establishing guidelines for both 
the level of exploitation and the types of fleets to be granted 
licenses. Despite some policy reform, immediate progress has 
been limited. Over the medium term, however, some programs are 
expected to have a beneficial impact. These include several 
programs for training Mauritanians in fisheries skills, to 
"Mauritanianize" crews in the national and joint-venture 
fleets, as well as U.S. Government-furnished training of some 
segments of the Mauritanian Navy toward more effective 
surveillance and deterrence of unauthorized fishing in 
Mauritanian waters. 
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Poor infrastructure in the port of Nouadhibou has been one of 
the major constraints on the fishing industry. Many shipowners 
go to the better-equipped port of Las Palmas, in the nearby 
Spanish Canary Islands, to use repair facilities, chandlery 
services, and obtain fuel and water. 


The new economic reform plan restates the PREF objective of 
controlling resource exploitation while stressing the need to 
encourage local value added. For the near to medium tern, 
highest growth rates are most likely to be in the developing 
artisinal fishing industry, which many observers feel will be 
the key to local value added and employment generation. 


Agriculture: Agriculture and animal husbandry were hard-hit by 
the droughts of the last 20 years. Increased seasonal rains in 
the last several years have raised yields, but areas of the 
country which previously received 400 mm of rainfall annually 
are still adjusting to the new "normal" level of 250-300 mm per 
year. 


The PREF identified agriculture as a priority sector for future 
growth. A variety of government and parastatal structures 
share responsibility for the import, distribution and sale of 
both domestic and imported food grains within a pricing regime 
of their own determination. The PREF measures aimed at 
stimulation of agricultural production included producer price 
increases, marketing and distribution liberalization, 
rationalization/streamlining of agricultural parastatals, and 
investment rationalization. 


In the Senegal River basin, substantial speculative investment 
by private sector entrepreneurs in irrigated perimeters for 
farming (paddy rice) began around 1985 and led to significant 
increases in production. This expansion in irrigated rice 
production, coupled with a period of relatively favorable 
climatic conditions, led to a marked increase in domestic 
cereals production in 1985-1988. 


Notwithstanding important statutory changes, the actual process 
of institutional reform and liberalization has lagged 
considerably behind goals. Within the present framework, for 
example, private investors in paddy have not invested in the 
transformation of their product. Agriculture remains a 
priority sector in the PCR. 


Mining: The Societe Nationale Industrielle et Miniere (SNIM), 
which runs the iron ore mining complex at Zouerate, was the key 
enterprise from independence to the mid-1980s, providing up to 
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80 percent of foreign exchange earnings. However, recent 
earnings from iron ore mining have been unreliable due to weak 
global steel demand, high production costs and decreasing 
productivity. Depreciation of the dollar against European 
currencies also hurt SNIM, due to the fact that a large 
percentage of its inputs are quoted in European currencies, 
while its product is sold for dollars. This does, however, 
offer an opportunity to American suppliers of goods and 
services to sell to SNIM. The original mines, which produced 
ore at 65 percent purity, are rapidly being depleted. Current 
ore produced also has an average 65 percent purity (SNIM 
figure). Production for 1987 was 9 million tons, which rose to 
10 million tons in 1988. SNIM hopes to produce 12 million tons 
in 1989. 


The copper mines of Akjoujt have been the source of some 
speculation. One plan, to rehabilitate the mines through 
involvement of an Arab consortium, collapsed. Subsequently, 
the government planned to extract gold from the copper ore 
heaps left from previous mining operations, beginning in 1989. 
However, this project appears to have faltered; at least, no 
action has been detected in the last six months. 


Grain Bulk-Handling Facility/Flour Mill: Although the 


industrial sector in Mauritania has seen only marginal 


development because of poor selection and design of large and 
expensive projects, much is expected of a wheat flour mill by 
Continental Grain. This bulk handling facility, to be 
constructed at Nouakchott’s deep-water port, is a joint venture 
between the U.S. company and a local Mauritanian businessman. 
After four years of planning and investigation, the project 
appears to be on track, with the off loading/bagging facility 
projected to be finished this year, and the mill and animal 
feed plant under construction. 


This project will have impacts in many areas -- lowering costs 
for food aid donors, providing new jobs (as many as 300) and 
increasing the momentum for private sector activity. The 
apparently enthusiastic support by the Mauritanian Government 
for this enterprise bodes well for other U.S. companies 
interested in joint business ventures here. 


Investment and Banking: The financial sector in Mauritania is 
on the road to rationalization, but many improvements remain to 
be implemented. Investment incentives have improved under this 
military government. Eager to attract funds beyond what it 
could generate for itself, the government liberalized the 
investment code. The PREF sought to restore conditions 
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compatible with long-term growth partly through reallocation 
of public investment to sectors with the greatest productive 
potential (agriculture, fishing, and mining). Results 
directly due to changes in investment policy, however, were 
few. The rewriting of the investment code was a goal of the 
PREF, but the new code was not completely rewritten until 
January 1989. The new code is aimed at improving the 
investment climate by stimulating competition and attracting 
foreign capital, in hopes of generating sustainable growth in 
the private sector. Its successful implementation is a 
challenge for the PCR years. 


Beginning in 1985, the authorities announced their commitment 
to follow a restrictive monetary policy, in coincidence with 
fiscal restraint, to support the program of domestic demand 
compression. Furthermore, the establishment of positive real 
interest rates was seen as a means of mobilizing additional 
savings. In addition to outlining a policy of monetary 
restraint, the PREF focused on banking reform as a key element 
in the restructuring and development of the financial sector. 


During the pre-PREF period of irresponsible credit allocation 
by commercial banks, the primary banks’ balance sheets grew 
rapidly without appropriate administrative and managerial 
controls. Moreover, the capital base was insufficient to 


support the increase in assets. Cash deficits in the public 
sector and the growing portfolio of nonperforming loans 
resulted in a chronic liquidity crisis in the financial 
sector. This was accompanied by an accumulation of domestic 
and external arrears, and immobilization of a large proportion 
of deposits. 


Within the context of the PREF, the government outlined a 
series of measures aimed at overhauling the banking systen. 
Progress in implementing the measures was mixed. The 
privatization of banks has not been achieved, although one new 
bank was formed in early 1989 through the reorganization and 
merger of two commercial banks formerly owned in part by 
French banks. The government intends to sell its shares in 
this bank to private investors, domestic or foreign. 


Other elements of the program for banking sector reform, such 
as the establishment of risk management procedures, 
standardized accounting and reporting procedures, and 
redefinition and strengthening of the Central Bank’s 
regulatory and supervisory functions, remain to be fully 
achieved. Investors hope that privatization, 
recapitalization, and the settlement of overdue public-sector 
credits will be specifically targeted in the PCR’s final forn. 
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IMPLICATIONS FOR THE UNITED STATES AND AMERICAN BUSINESS 


As a former French colony, Mauritania has traditionally looked 
to France for assistance and manufactured goods. France also 
remains Mauritania’s largest trading partner, although Spain 
is now a close second. In 1988, France’s exports to 
Mauritania represented nearly 34 percent of total Mauritanian 
imports. Nevertheless, several factors make it substantially 
easier for the American exporter to break into the Mauritanian 
market than into other countries of former French West 

Africa. First, Mauritania was one of the last areas to be 
colonized, and the French influence here is not as extensive 
as in other former colonies. Second, SNIM and other companies 
have purchased large quantities of American heavy equipment 
for more than a decade. As a result, some Mauritanians are 
already well-acquainted with some American products. Third, 
since Mauritania is no longer a member of the French-backed 
African Financial Community (with its own currency, backed by 
the French Central Bank), French goods here do not have the 
overwhelming price advantage which they enjoy in member 
countries in other parts of Francophone Africa. Indeed, 
imports here are rarely held up by a lack of dollars because 
Mauritania’s export sales are generally made in dollars. 


American sales could be made here with virtually any product 


suitable for a mostly desert country located in Africa. 
Although mining and fishing remain the sectors of most promise 
for large American sales in the immediate future, the 
Commercial Section in the American Embassy receives 
indications of Mauritanian interest in American products 
ranging from cosmetics to farm machinery. Fishing vessels and 
fishery support operations machinery are sales possibilities, 
as are the materials and equipment needed for the processing 
of catches. In the mining sector, sales possibilities have 
recently been renewed, as the government mining company, SNIM, 
has successfully negotiated a multi-donor refinancing deal 
under the auspices of the World Bank. Agriculture may become 
another promising sector for sales of American products and 
services, since it is targeted as the key area for growth in 
the economic reform programs. The Mauritanian market for 
consumer goods is likely to remain small, although there is 
room for and interest in American products across a wide range. 


The Mauritanian Government is working to encourage more 
companies to invest in Mauritania. It is important to point 
out that the new investment code calls for arbitration of 
disputes within the framework of bilateral agreements between 
the investors and the Mauritanian Government or within the 





10 


framework of the international convention concerning the 
settlement of investment disputes between a state and citizens 
of other states. The new investment code guarantees foreign 
investors the freedom to repatriate profits and capital. They 
are also permitted to hold part of their capital stock in hard 
currencies. The new code sets no limitation on the 
repatriation of profits or capital for foreign investors. The 
new investment code demonstrates the government’s generally 
positive attitude toward foreign investment. 


In addition, there is a new hydrocarbon research and 
exploitation code covering such areas as fiscal advantages, 
exonerations, and oil royalties. This code constitutes the 
first legal document giving oil companies a legal framework 
for working in Mauritania. Regarding fiscal advantages, all 
imported materials for research or exploitation are exempted 
from duties and taxes. In addition, during the exploration 
period, no taxes are imposed on the company. However, during 
the exploitation period, taxes on production (oil royalties) 
are imposed. These royalties can be collected in kind or in 
cash depending on the government’s decision. The amount of 
oil royalties depends on the total production of a company. 


Any firm wishing to do business in Mauritania must be able to 
conduct its affairs either in French or Arabic. Professional 
English-language interpreter services do not exist in 
Nouakchott. Strict currency controls apply to foreign 
travelers, and credit cards and personal checks are not 
accepted at most commercial establishments. 


Any firm seeking to export to Mauritania should contact the 
U.S. Department of Commerce, Office of Africa, telephone (202) 
377-4564; the Mauritanian Embassy in Washington, D.C., 
telephone (202) 232-5700; or La Chambre de Commerce, BP 215, 
Nouakchott, Mauritania, for more information on investment 
laws, currency controls, and tariff rates which are applicable 
in specific cases. 














